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BOOKS AND PAMPHLETS 


Can Capitalism Compete? Campaign for American Free Enterprise 

Raymond Miller 

people believe that American service capitalism worth pre- 
serving, must interpret others. 


Effective Marketing Action 

Edited David Ewing 

What happens company operations when management begins apply 
broad marketing philosophy? 


Joint International Business Ventures Mexico 

George Kalmanoff and Benjamin Retchkiman 

Though there uncertainty Mexico about foreign investment, there 
positive attitude toward joint ventures. 


Landmarks Tomorrow 

Peter Drucker 

Though policies and actions today’s world are effective only they answer 
the new reality, many are still molded the reality yesteryear. 


PERIODICAL ARTICLES 


The American Imperial Disease 

Luckacs 

The American Scholar 

The revolution the American national attitude during these last ten 
fifteen years striking. 


Executive’s Viewpoint 

Thomas Ware 

Operations Research 

good man will nudge corporate personnel re-examine positions 
unthinkingly held for years. 


Institutional Factors Economic Thinking 

George Stocking 

The American Economic Review 

Whither institutional changes are leading not know, and about 
them most economists have been little concerned. 


Managerial Leadership Through Motivation Objectives 

David Emery 

Personnel Psychology 

Men will work hardest they regard “contributing the objectives the 
component” the best means for fulfilling their own work values. 


New Developments State and Local Taxation 

Edited Joseph Stapchinskas 

The Journal Taxation 

Recent Supreme Court opinions have opened new era state taxation 
multistate business income. 


The Policymaker and the Intellectual 

Henry Kissinger 

The Reporter 

The qualities rewarded the rise eminence are less and less the qualities 
required once eminence reached. 


Reflections the Art Administration 

Ordway Tead 

Hospital Administration 

administrative unit, the hospital’s unique features complicate the pos- 
sible application administrative truths. 


Students’ Eye-View Industry 

Stephen Williams 

The Director 

Few firms would turn undergraduates loose factory pick holes 
organization and suggest how might improved. 


What Left Private Enterprise? 

East Europe 

The Communists have not yet found adequate substitute for the “profit 
motive” incentive for efficiency and productivity. 
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CAN CAPITALISM COMPETE? 
ENTERPRISE Raymond Miller* 


Books and 


New York: The Ronald Press, 1959. 248 pp. $4.50. 


The art public relations demands that the right thing done 
the right time, the right way, the right place, with respect 
for the opinions others and constant search for reciprocal chan- 
nels information. The United States’ problem overseas basically 
one public relations, i.e. how communicate effectively the funda- 
mentals American capitalism. we, people, believe that our 
political and economic freedom, expressed American service 
capitalism, worth preserving, must assume the responsibility 
interpreting others. should not leave the job the govern- 
ment when the very thing that are opposing the battle world 
ideologies the encroachment government upon individual lives 
the economic well the political sphere. 

The need for clear understanding the different socio-economic 
systems has been insufficiently recognized America. brief glance 
the historical development such systems will useful por- 
traying the background which, large extent, conditions attitudes 
the world today: 

Exploitative capitalism the private use capital character- 
ized disregard for proper conservation natural resources, with- 
holding from labor its fair share factor production, engaging 
unfair competition and particularly, the extraction from the ultimate 
consumer excessive return. Another aspect exploitative 
capitalism was colonialism. 

Socialism involves the conviction that capitalism does not pro- 
mote the common good and that economic and social justice can 
accomplished only collective governmental ownership the 
basic elements production and distribution. The goal socialism 
was, and is, classless society. 

Communism, practiced the Soviet Union, pays little atten- 
tion the classless society prophesied Marx. All developments, 
both social and economic, are planned and carried out the state. 
All land and facilities production and distribution are owned 


*President, Public Relations Research Associates, Inc.; Visiting Lecturer 
Business Administration, Harvard Graduate School Business Administration. 


the state. The state decides what facilities shall marketed and 
what price. 

Service capitalism has evolved from nineteenth century ex- 
ploitative capitalism. Underlying the changes the basic philosophy 
that business should serve well get. this end, should 
subject reasonable regulation the state and also subject its 
own sense responsibility. The American industrialist has found that 
business can function and still friendly, that goods can honestly 
made, distributed, and sold the consumer fair profit. 

have helped our own people help themselves standard 
living previously unknown, but how can make this knowledge 
available others that they may draw from those parts applicable 
their own situation? Certain obstacles the spread service 
capitalism are apparent many countries: (1) Capitalism much 
the world today embodies the same attitudes nineteenth century 
exploitative capitalism. (2) People cannot expected understand 
the dynamics American capitalism until they are removed from the 
necessity producing food merely keep alive. (3) Some feel that 
under our presently organized capitalist-labor conflict impossible, 
without government intervention, curb inflation. (4) There 
morbid fear the “monopolistic tendencies” capitalism. (5) Many 
peoples are perhaps satisfied with their own ways. 

There are two basic situations delaying the effective communica- 
tion abroad the fundamental ideas modern American capitalism. 
First, when the various government agencies move help govern- 
ments overseas, they use basically socialistic plan operation. And 
when the United States does help private business, the general impres- 
sion that helps entrenched cartels rather than assisting the little 
man become established the small corporate business level. The 
second big hurdle has been that American businessmen have taken too 
little interest these overseas operations. They have erroneously left 
them the government. But the private sector American busi- 
ness ever going get the rest the world understand how 
has prospered, going have the job itself. The time has 
come take look this whole situation with view gradually 
withdrawing from the public sector our overseas business operations 
and substituting the private efforts modern American business. 

The problem communicating and installing overseas the funda- 
mentals American capitalism has received the attention many 
leaders. However, there has been too little action. Our system 
capitalism can most effectively explained those who are using 
it, know from experience, and know its value man indi- 
vidual. Otherwise, our modern capitalism will completely mis- 
understood people abroad whose only prior experience has been 
with the “exploitative capitalism” the nineteenth century, with local 
money lenders, and with capitalists who have never learned the value 
responsibility. 


The tragedy that the United States have discovered and 
are applying the socio-economic laws whereby capitalism can serve 
both social and economic purpose, but have not always been 
able transmit these concepts others. are prone believe 
that must export the things have rather than the means 
which obtained them. must recognize that people would prefer 
things their own way. One group that has taken this concept 
heart the Junior Chamber Commerce. Manila 1949 their 
idea started work. Some young Philippine businessmen sought 
prove that officers under could given important wartime 
assignments, then, they, young businessmen, were entitled their 
place civic affairs. Inspiration had come from the United States, 
but the operation was started the Philippine people themselves. 

The service clubs are doing magnificent job international un- 
derstanding, but they could lot more. First, the clubs might well 
encourage their members become sufficiently acquainted with the 
fundamentals dynamic capitalism able discuss intelligently 
with the members abroad. Secondly, our service clubs should make 
arrangements for their members traveling abroad visit the plants 
similar foreign businesses. The potential for business understanding 
among our traveling businessmen staggering, but too often never 
realized. 


Informed individuals look upon the antimonopoly acts Canada 
and the United States the Magna Cartas our peoples for curbing 
exploitative capitalism. One the fundamental things could 
help the world understand our system would dramatize the 
principle that competition has here proved the life-blood 
commerce. This project that the Bar Associations the United 
States and Canada might well undertake jointly. 

few other concrete steps that might taken are: the develop- 
ment the correspondence school technique the basis for program 
take abroad the fundamentals American capitalism, the further 
use the Boy Scout organization international basis, and the 
expanded use the conference such the Boston Conference 
Distribution, forum for the presentation new ideas. This 
means definitive list. must all the lookout for new 
ideas. 

Four forms business activity America are invariably 
interest everyone overseas and information about them should 
“exported”: (1) The cooperative, the nonprofit corporate association, 
fascinates overseas leaders. The Scandinavian countries are “loved” 
all parts the world largely because their “middle way.” 
have similar development here but not talk about enough. 
(2) Small business facet American life that devastating 
the promoters Soviet communism. The fact that have small 
businesses and that they are able compete with the “big” ones 
completely unexpected story. (3) Labor unions have done great 


deal already communicating overseas. should further empha- 
sized, however, that highly organized American labor part and 
parcel our present- -day capitalistic system. (4) Voluntary agencies 
are representative American capitalism any other contempo- 
rary institution. The non-profit foundation, even though its money 
may have come from “big business,” not suspect abroad. 

Can Capitalism compete? Yes, modern capitalism can compete 
intelligently and universally demonstrated dedicated indi- 
viduals who believe sufficiently give their time and talents 
waiting and receptive world. 


Comment George Baker, James Hill Professor Transportation: 


Very sensibly, business executives this country are deeply con- 
cerned about the obvious fact that have not been winning the cold 
war for men’s minds. have not come with formula for com- 
peting with Soviet propaganda which holds out the “underprivi- 
leged” part the world betterment its lot, and cost. Ray 
Miller has, seems me, performed important service setting 
forth his book how can about selling what calls “American 
service capitalism.” Having made clear the difference between what 
calls “exploitative capitalism” (which apparently what the word 
“capitalism” generally taken mean most parts the world) 
and modern American “service capitalism,” then shows what 
can practical way acquaint the peoples the world with 
service capitalism. 

feels that cannot leave this job government for many 
ways government the worst fitted accomplish the job. under- 
scores the fact that the stakes are terribly high, and indicates that 
are not lose there must rededication capitalistic 
principles, followed the use intelligent public relations techniques 
and crucial participation businessmen and other individuals. These 
latter must have given enough thought the differences between 
Marxism, the past forms capitalism, and the modern American 
capitalism that they can take part animated, intelligent discussion 
with those who disagree with them and come out with flying colors. 
feels that there reason that they should not able 
this they will give the time and energy really understanding how 
the systems work. 

The book chock full wise advice about American behavior 
business, government and personal overseas, and includes list 
questions for American businessmen ask themselves which will 
give the reader reason for long and sober thought. 

There nothing easy about the road which the author feels 
must travel are not succumb our enemies. describes 
the road with care, and his description based upon wide personal 
experience. the pertinent question, “Was you there, Charlie?” 
Ray Miller can well answer, “Yes, indeed was.” 
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EFFECTIVE MARKETING ACTION* David Ewingt 
New York: Harper Brothers, Publishers, 1958. 336 pp. $6.00. 


Selling Marketing Ideas Edited Douglas Sherwint (pp. 50-59) 


Putting idea across every bit important conceiving it. 
One explanation for executives’ failures selling good ideas that 
acceptance prevented human relations impediments. single- 
minded the effort directed developing skills overcome human 
relations obstacles, that the implication seems that once the diffi- 
culties are removed progress will sure and easy. This, however, 
hard believe. 

Why, then, judgments differ? The differences our reactions 
ideas are produced the patterns experience that condition our 
viewpoints. And, course, two will react new idea 
precisely the same way. What are do, then, about the fact that 
men see ideas differently? The instrument that reconciles divergent 
views thinking. For thinking about idea means visualizing its 
expected consequences, analyzing the reasons for expecting these con- 
sequences, evaluating them, and revising them. means judging one’s 
own views and premises. means search for consistency and con- 
viction. 

When two men are trying make their minds relative 
specific idea, they help each other the thinking process. Each chal- 
lenges the other’s viewpoint and uses his partner sounding board. 
human relations impediments are absent, each will sacrifice certain 
his own views. Some factors will assume less importance, others 
greater. New ideas will emerge and new relationships will dis- 
covered. The effect this interchange increase the area shared 
experience. 

manager’s responsibilities involve the kind conceptual think- 
ing that formulates objectives, defines purpose, and clarifies the or- 
ganization’s relationships other units the business. But practice 
this type assignment often goes non-managers: staff advisors 
and assistants. With planning controlling, training, cost reduction and 
thinking about these responsibilities effect abandoned staff men, 
the line manager becomes foreman fact even not name. The 
damage done result very real. The ideas the staff men about 
his responsibilities have “sold” him. The problem again one 
securing agreement, and the solution again one building be- 
tween two men common area mental experience bearing the 
question hand. 


*Based the Marketing Workshop the New York Chapter the 
American Marketing Association. 
Ewing the Assistant Editor, Harvard Business Review; Doug- 


las Sherwin the Marketing Research Manager, Plastics Sales Division, 
Phillips Chemical Company. 
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Procurement and Marketing Policy 


subordinate not getting square deal unless the leadership 
the organization demanding thinking from his superior with the 
same energy he, the subordinate, pressing ideas upon that superior. 
good man who cannot get his superiors consider and accept some 
ideas should blame the top man much his immediate 

Not only must effective leadership believe thinking and ask for 
it. must act it. top executives ask the right question, get good 
answers, and still fail act, improvement stultified. The stream 
good answers will ultimately dry up. 


John Hill* (pp. 77-82) 


The phenomenon which plaguing business the most today 
the squeeze.” result, some progressive managements 
have radically revised their concept the purchasing function, what 
should include, how should organized, what kind people 
requires, and what its relationship should marketing and other 
departments. 

Purchasing executives have long list complaints: for example, 
that top management does not have comprehensive understanding 
the profit-making possibilities the purchasing function, that the 
purchasing department not informed early enough about upcoming 
plans and programs, and that the lines authority are not clear. The 
old concept purchasing the place where money was spent and 
not made vanishing. 

The most fundamental change wrought the purchasing revolu- 
tion lies the concept the relationship procurement other 
phases the business. setting strong, independent, compe- 
tently staffed purchasing department, company creates new control 
point which all company plans and programs are rechecked from 
cost-versus-value point view people who specialize cost and 
value. Intelligent purchasing matter deciding precisely what 
you need and not paying for anything you not need. 

With the change the relationship purchasing other phases 
the business has come change the quality purchasing per- 
sonnel. must led people equipped take their places the 
top-level councils. Moreover, post the operating committee seems 
essential the purchasing agent doing good job. gives the 
purchasing department the status needs its new relationship with 
other departments. Some companies question whether the purchasing 
executive can contribute enough the operating committee justify 
his presence. Admittedly may take away more than gives but 
this process creates better-informed purchasing program. Further- 
more, there are many times when the procurement point view 
absolutely necessary order reach sound decision. 


*President, Air Reduction Company, Inc. 


JOINT INTERNATIONAL BUSINESS VENTURES MEXICO* 
George Kalmanoff and Benjamin Retchkimant 


New York: Columbia University, 1959. pp. (Ten Case Studies, pp. 
71-115). $3.00. 


The population Mexico was estimated million 
1957. Population growth has been accompanied rapid rate 
industrialization, and consequent flow population from rural 
areas the cities. the total population slightly more than one- 
third are economically active: 55% agriculture which accounts 
for only 20% the total national income; 12% manufacturing, 
which accounts for 22% the total national income. The national in- 
come 1957 amounted billion pesos (12.50 pesos=U. $1.00). 
This meant annual income per person about $230. The national 
income 1957, however, was about 40% higher than 1950 which 
represents annual rate increase between and per year. 


The appreciable increase national output has been sparked 
particularly increases the output manufacturing industries 
and expansion supporting goods and services. Increased invest- 
ment manufacturing industries has been primarily private, with 
assistance from the government. addition, the government has 
invested substantial sums basic facilities required for the develop- 
ment activity private capital. 


its international transactions, Mexico exhibits the typical Latin 
American pattern exporting primary products and importing 
finished manufactures. However, there are certain features Mexico 
which are somewhat unique: considerable diversification the 
goods that exports and heavy weighting the country’s imports 
capital goods. 


Since the direct investments the United States now account 
for four-fifths the total foreign direct investments Mexico, 
country. Increases the investments have been particularly marked 
during the last three years: $83 million each 1955 and 1956, and 
$98 million 1957. These have brought the recorded value 
direct investment Mexico $788 million, representing close 
10% the total direct investments all the Latin American 
countries. United States investments have been increasing particularly 
the field manufacturing: $63 million the $98 million invested 
1957 was for manufacturing. This movement has brought 


*The fifth the series country studies prepared under the Columbia 
University Research Project Joint International Business Ventures. The 
other countries covered this series are: Burma and India, Cuba, the Philip- 
pines, and Colombia. 


Kalmanoff also prepared the study Joint International Busi- 
ness Ventures Colombia. Benjamin Retchkiman Sub-director General 


Comercio the Secretaria Industria Comercio the Federal Government 
Mexico. 
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investments manufacturing the point representing much 
49% the total direct investments Mexico. 

Some the aspects the climate for foreign investments and 
joint ventures can examined under the following headings: 


Legal Aspects Foreign Investment. The restrictions foreign 
investments Mexico are not widespread: One the few prohibits 
foreigners and companies with foreign stockholders own land with- 
zone 100 kilometers from the land boundaries the country 
and kilometers from the coastlines. sometimes stated er- 
roneously that foreign investments may carried out only through 
enterprises which 51% the stock ownership held Mexican 
nationals. fact, this true only few fields activity, such 
agriculture, radio broadcasting and television. Other legal provisions 
prohibit activity certain fields branches foreign companies, 


but permit such activity Mexican companies even though they 
financed entirely foreign capital. 


Taxation. The principal taxes Mexico are imposed the 
Federal Government; state and local taxation relatively unimportant. 
About one-fourth the revenue the Federal Government derived 
from the income and excess profits taxes. Import and export duties 
provide approximately another third. commercial receipts tax sup- 
plies close 10% the total, and the balance made primarily 
various production and excise taxes. The level taxation 
Mexico not low Latin American standards, but taxation has not 
constituted deterrent foreign investments. Widespread tax con- 
cessions are granted “new essential” industries. The exemption 
from income tax may only partial, but exemption may 
granted from the federal portion the commercial receipts tax, from 
import duties raw materials and capital goods, and from export 


duties. The loss federal revenue this account during the period 
was 1.7 billion pesos. 


Foreign Exchange Conditions. There are restrictions whatso- 
ever foreign exchange transactions. The concern foreign in- 
vestors, is, therefore, limited the exchange rate and the possibili- 
ties its devaluation. The exchange rate, however, has been fixed 
since 1954, and any devaluations tend offset the high profit 
margins Mexico and increases the local price level generated 
the exchange rate depreciations. 


Labor Regulations and Conditions. employer has employ 
Mexicans the extent 90% the skilled and unskilled workers. 
Labor-management disputes are subject settlement boards 
which have equal representation from workers and employers plus 
representation the Government. Despite the strength organized 
labor, the remuneration low ($1 per day and some fringe benefits 
such social security payments). 


General Attitudes Toward Foreign Investment and Joint Ven- 


| 


tures. There general agreement Mexico that foreign investments 
constitute necessary supplement domestic savings. The supple- 
mentary function generally agreed proper one for foreign in- 
vestment somehow implies minor role for the economy, but the 
nature this role has not been clearly defined. There considerable 
sentiment for foreign investment the form loans, and against 
foreign investment activities where domestic investments, adminis- 
trative and technical ability are plentiful. the extent that foreign 
investments are looked upon with favor, there decided preference 
for joint ventures association with local capital. 

Foreign participation certain fields economic activity 
Mexico limited minor role the industry, the case 
petroleum. These restrictions, however, are not broad scope, and, 
most activities foreign investments can made without 
key agency the promotion Mexico’s economic development has 
been Nacional Financiera, government-owned development bank. 
most cases, the Nacional Financiera equity participation has been 
minority basis, and has not played active role the manage- 
ment enterprises. has generally served rather catalyst for 
bringing the investment about, through its supplying capital, its obtain- 
ing large credits abroad, and because its prestige and influence 
government policy. The formula cooperation with Nacional Finan- 
ciera and, through with private Mexican capital, will undoubtedly 
continue favorite method for the formation joint interna- 
tional business ventures Mexico, especially the basic industries. 

Joint ventures Mexico are uniformly organized Mexican 
companies, and because the restrictive characteristics the partner- 
ship and limited liability company forms under Mexican law, the 
corporate form almost invariably adopted. general, legal pro- 
visions Mexico permit wide latitude free action foreign in- 
vestors either wholly-owned joint ventures. Even the case 
the apparently most restrictive provisions, usually possible 
find way out. 

frequent area conflict between national and foreign partners 
joint ventures that reinvestment policy. The national partner 
underdeveloped economy may expected favor policy 
rapid and high returns the investment distributed the stock- 
holders. The foreign partner, the other hand, may more con- 
cerned with reinvestment and long-term growth the enterprise. 
practice such conflict the joint ventures Mexico has not been 
found important issue. 

Joint international business ventures Mexico have made sub- 
stantial contributions the economy many fields endeavor, and 
have, introducing new techniques, generally stimulated national in- 
vestment. increasing extent this form foreign investment 
being adopted recognition the favorable response that gen- 
erally exists the country. 
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LANDMARKS TOMORROW Peter Drucker* 


New York: Harper and Brothers, Publishers, 1959. 270 pp. $4.50. 


some point during the last twenty years imperceptively 
moved out the Modern Age and into new, yet nameless, era. 
Our actions are already measured against the stern demands the 
“post-modern world”, and yet have real knowledge about it. 

The world-view the past three hundred years, which can 
called Cartesian, embodies the following concepts: The whole the 
result its parts and equal their sum. Today, however, every 
discipline has its center different concept: The parts exist 
contemplation the whole. Moreover, none the new concepts has 
any causality it. The new unifying idea order purpose. The 
new world-view, addition, assumes process. Every new concept 
embodies the idea growth, and rhythm. The new synthesis 
need for this post-modern world must give concept the “whole” 
universal and yet specific reality. may have the new synthesis 
more nearly within our grasp than think already exercise 
the powers which will based: the power innovate, and 
the power harmonize individual and society new dynamic order. 

Innovation, now use the term, based the systematic, 
organized “leap into the unknown.” Its aim give new power 
for action through new capacity see. Its tools are scientific; its 
method the organization ignorance rather than known facts. 
Innovation new view the universe, one risk rather than 
chance certainty. new view man’s role the uni- 
verse: creates order taking risks. And this means that innovation, 
rather than being assertion human power, acceptance 
human responsibility. 

The new social reality which today have the capacity 
organize men high skill for voluntary, joint performance through 
the exercise responsible judgment, demands new organization 
ethics and new organization law. The new organization ethics must 
demand self-respect, self-discipline and humility appropriate the 
new great power. must enable people act and judge their 
behavior against commonly accepted standards. addition, have 
major job create opportunities for recognition and reward 
people who become leaders their field without the same time be- 
coming decision-making, risk-taking managers. have create 
these opportunities without destroying the necessary authority and 
responsibility the decision-maker. considerable extent this 
problem welding different value systems into the common goal 
one organization. Mercenaries can satisfied with pay; professional 
people must see their work part grand design. 

asking for the principle the new organization ask for 
the principle human order society. The elements this “new 


*Professor Management, New York University. 


organization” are human beings; its processes human dedication, 
knowledge and effort. Its purpose the creation and satisfaction 
human values. And its principle organization must therefore 
vision man society. 

Today’s organization bases collective that is, genuine so- 
cial whole the individual acting individual and committing 
himself individual. The individual needs internal, personal re- 
sources knowledge, initiative, responsibility, values and goals 
way beyond anything individualist society requires. The traditional 
view social order sees society and the individual limits each 
other. best seeks compromise. contrast, the new organi- 
zation, the more the individual grows person, the more the 
organization can accomplish. Conversely, the more the organization 
grows integrity and objectives, the more scope there for the indi- 
vidual develop person. This dynamic relationship. Though 
organization comes close living this vision today, even the most 
mismanaged seeks for this concept. 


There are four frontiers which face new demands: intel- 
lectual area where new “educated society” emerging; eco- 
nomic area the underdeveloped countries; political area which 
face the need for new institutions social order; and cultural 
area which the disappearance the “East” viable culture and 
civilization has created vacuum. 


The essential new fact the intellectual area that developed 
society and economy are less than fully effective anyone educated 
less than the limit his potential. Thus, the basic capital invest- 
ment education must given priority. What then must society 
demand education? Education must fit man rule himself and 
take responsible initiative for the actions his society. Society 
must also demand that education considered the educated 
responsibility rather than right. The most important demand is, 
however, that education have ideal the good man, the good life 
and the good society. Education that does not strive for the “good 
man” ignoble and cynical. 

the economic area, the new world situation poses the question: 
economic development possible? The ability organize men the 
basic resource economic development, and conversely, the lack 
men capable doing this its greatest obstacle. not, however, 
the only obstacle. Gradual improvements never bring about economic 
development. There must leap. This take-off crisis cannot 
overcome without outside capital investment. are already investing 
much the underdeveloped countries they can put pro- 
ductive use. The great need for right direction. The investment 
foreign capital immediately raises the issue national sovereignty: 
Dependence outside capital limits freedom action. need, 
therefore, informed international public opinion express the neces- 


sary limitations and establish that they are dictated disinterested 
concern with the best self-development the underdeveloped world. 

the political problem area, the concepts which modern goy- 
ernment rests are collapsing, and with them the ability modern 
government govern. For example, the emergent industrial society 
erodes local government creating new social community, the 
metropolis. The traditional organs local government are not ade- 
quate the new tasks, and consequently, local problems inevitably 
become central government concerns, which turn paralyze the cen- 
tral government. The worst breakdown has occurred the inter- 
national sphere the very sphere where modern government made 
its greatest and original contribution. result the explosion 
military technology war has gone completely out political control. 
the contrary, policy has focused increasingly the military 
needs survival. 

the cultural area, the new world order the East might well 
anti-Western, but will definitely not un-Western. Every new 
country today sees its goal transformation into Western economy 
and society and sees the means achieve this goal the technologies 
the West. This not speculation. experience. the three 
most advanced non-Western cultures Japan, China and India 
the attempt has been made base viable society inherited non- 
Western foundations and all three has failed. The emergence 
common, basically Western world civilization the greatest 
our new frontiers. But whose image will cast? 

Policies and actions today’s world are already measured against 
the demands the new frontiers; they are effective only they 
answer the new reality. Yet our policies and actions are still largely 
molded the reality yesteryear, still aim solving yesterday’s 
problems. This, bottom, the crisis the Free World crisis 
vision and understanding. are mortal danger not because 
are weak but because misdirect our strength. 

Where does man fit into this post-modern world? Two unique 
attributes man knowledge and power have changed their 
very meaning, and result, the meaning man changing. 
Twentieth-century man has achieved the knowledge destroy him- 
self, both physically and morally. The first step mastering this new 
knowledge make government legitimate again attempting 
deprive these powers destruction. The real problem, however, 
need for return spiritual values not offset the material 
but make fully productive. Yet things are not simple the 
battle cry “Return Religion” might seem imply. Both knowledge 
and power, traditionally ends themselves, must now become means 
higher end man becoming grounded purpose. must 
accept new propositions: Knowledge power, and power responsi- 
bility. 


Comment Edward Bursk, Editor the Harvard Business Review and 


rofessor Business Administration. 

After read Chapter Peter Drucker’s new book, Landmarks 
Tomorrow, was frightened. asked myself, how can this man, 
intelligent and perceptive is, ever live the ideas with 
which first challenges us? read the last chapter next not 
check whether the promise would carried through, but be- 
cause was sure couldn’t and wanted take disappointment 
went along instead suddenly and heartbreakingly the end. 

was right well, least partly right. The last chapter good, 
quite good. Drucker afraid that modern knowledge makes absolute 
power over human beings possible. doubt this, for psychology and 
the other behavioral sciences are not equipped exert mass control 
unless (a) people stop learning how resist persuasion (even hidden 
persuasion) fast the persuaders learn how diddle them; (b) 
the “subjects” individually are lonely, hungry, tired, otherwise sub- 
missive; and society stands stock still some omnipotent manipu- 
lator doesn’t have conditions always changing him. 

Nonetheless needed these changing times Drucker’s strong 
prescription: that knowledge power, then power must responsi- 
bility. But here, the book closes, being merely admonitory, 
not prophetic; merely wise, not brilliant, whereas the beginning 
the book really rips few old veils. 

Drucker’s version the new world-view has one big element 
which not present the Cartesian world-view, and that process. 
seems obvious, doesn’t it? How else can explain our modern, 
dynamic society than through change effortful, purposeful change 
that results growth? from this point on, the story unfolds 
“from progress innovation,” “beyond collectivism and individual- 
ism,” “the new “the educated and on. These 
are titles chapters, and pause education because this another 
high point. Drucker one the few students the modern scene 
appreciate the interdependent relationship change and educa- 
tion and business and the inadequacy education now prac- 
ticed, the shortage the present supply truly educated men, 
keep that tripartite relationship alive and healthy. 

Businessmen will relish this book. Although Drucker nicely illus- 
trates many his points from other areas administration (some- 
times contrast, e.g., military, and public administration), his heart 
beats for business business should be, intelligent, responsible, 
understanding the role our way life across time and geographic 
boundaries. Two adjacent subheads make the point: “the new organi- 
zation” and “from magnate manager.” 

short, the first chapter itself worth the money invested 
purchasing the book, that makes the balance the book, not capital 
gains, but handsome dividend. 
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THE AMERICAN IMPERIAL DISEASE Lukacs* 
The American Scholar, Vol. 28, No. Spring 1959, pp. 141-150. 


almost always source wonder that the Americans not 
recognize the immense character the American world revolution. 
true that the Russians have world-revolutionary dogma and that 
the Americans not. But the point that today American troops 
are stationed the Mediterranean, Central Europe, Arabia and 
the Arctic, while the Russian empire does not extend much beyond 
the frontiers the czardom hundred years ago. The most com- 
mendable thing about this world revolution is, course, the fact that 
Americans did not really want world empire, and that not even the 
government consciously knew what was doing spun out net- 
work bases and alliances all around the Soviet Union. But ask 
you consider the revolution the American national attitude during 
these last ten fifteen years. believe that the evidence striking. 

was fifteen years ago that the primacy American power 
became evident. Yet for the next five years the United States refused 
consider the stationing American forces Western Europe with 
any degree permanence. Even after Yalta, refused take positive 
action against the developing Sovietization Eastern European states. 
refused, beyond mediation, intervene the civil war China. 
true that some these policies were narrow and some them 
foolish; yet there remained within them residue American benev- 
olent idealism. 

Between 1948 and 1952 the American government took energetic 
action against the potential overflow Communist tyranny the 
unaffected areas the world. underwrote the defense Western 
Europe. chose defend Greece, Berlin and Korea. Most these 

continued page 
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This issue marks the completion our second year 
publication. 

say this has been fascinating two-year period 
would wild understatement. has been period 
exhilaration and frustration, excitement and irritation, 
surprises and disappointments; but most all has 
been period education. have learned many things. 

have learned over and over that there truth 
even the most hackneyed cliches "you can't judge 
book its cover." recall how excited have been 
the mention new title title which seemed 
hold promise worth and interest busy executive 
and recall the many times that our hopes have been 
dashed read just another poorly done treatment 
old subject. knew that there was great deal 
trivial, inconsequential, irrelevant, poorly written, 
poorly edited material pouring from the presses; but 
don't think ever fully realized how much plain junk 
was being printed. The amount staggering. 

have learned again that writing follows cycles; that 
comes waves; that along with the trivial there 
much that good. Too often, the good comes all once. 

Take, for example, the subject capitalism. the 
past month, four books capitalism have been published. 

First, there was "Better than Communism" book 
written Melvin Gordon, president the Manchester 
Knitting Mills. (Published Manchester Publishing Co., 
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Manchester, H., 114 pages, Gordon makes 

strong plea for the expansion what calls "Free 
production system," "Free way life," and "voluntary 
association Free nations" part unified plan 
combat 

Then came John Chamberlain's "The Roots Capitalism." 
(Van Nostrand, 222 pages, $5.50.) Chamberlain's book 
both retrospective and doctrinaire: retrospective that 
writes about the men, ideas and achievements that have 
shaped the American Capitalist system; and doctrinaire 
that clearly states that his bias mature prefer- 
ence for the uncoerced man" leads him plead for less 
control and more freedom. This provocative survey, written 
critic, journalist and former Fortune editor, will 
considerable interest many businessmen. 

And almost simultaneously with the release Cham- 
berlain's book, the Twentieth Century Fund published Calvin 
Hoover's blunt, forthright study called "The Economy, 
Liberty and the State." ($5.00.) the words Business 
Week, April 1959, page 135: 


represents the conclusions distilled Hoover 
out lifetime economic study and public service, 
regarding the bewildering changes the turbulent 
Twentieth Century has brought the and the 
world and what they mean for the survival per- 
sonal freedom. 


powerful study. ("Hoover's conclusion," 

ing BW, "will probably come something shocker 

many, and may even shock some into violent disagreement.") 
And then last week Ronald published book which 

had the pleasure reading when was still galley 

proof form Ray Miller's "Can Capitalism 

(See page 3.) Here, truly, was embarrassment 

riches. our desire achieve balance The 

Executive, felt had make choice. decided 

present abstract and comment Miller's "Can 

Capitalism Compete?" because believed met our 

criteria. represents timely, well-written, important 

message based wide experience. book, believe, 

that busy executive should read. Later, perhaps, shall 

include abstract "The Economy, Liberty and the State." 
have learned, again, the meaning serendipity. 


has been real thrill discover worth-while, im- 
portant piece hidden away some obscure place; thrill 
discover were searching for something else. 

have learned that this complicated business. 
How can magazine addressed San Francisco end 
St. Louis? Where can all those missing issues be? How 
can subscriber get three issues one month and none the 
next? And how explain the sending the invoices 
those who have already paid? Why one month end 
with far too much copy and the next month have barely 
enough? Why that Professor can evaluate 
book four days but takes Professor three 
months get through that thin little pamphlet? 
this has been education, and I'm sure that our 
education still far from complete. 

have learned that American businessmen are careless. 
What with check for $5,000 offered payment 
for one year's subscription? What about the check 
that nicely made out, except that has signature? 


But above all, have learned that American 
men are readers. 


— 


The masthead the inside front cover lists the five 
who have the primary responsibility for issuing The 
Executive each month, but that only tells small part 
the story; so, this, our second anniversary would 
like thank publicly some the many individuals who 
have assisted generously during the past two years. 
send thanks: 

the Editors and Staff the Harvard Business Review 
who have been most kind helping get started and 
guiding through many rough spots. 

you, our readers, for your comments and your criti- 
cisms. You have suggested many articles and books which you 
have wanted share with others. You have also told 
your complaints; you have let know what has appealed 
you most. have profited from these suggestions. 

Dan Fenn, Editor the Harvard Business School 
tin, who has shared his editorial wisdom with many times. 

Donis Dondis artist-designer, who has been 
wise counselor typography, layout and design. 

Frank Pespisa, the genial supervisor 
the Soldiers Field Post Office, who has helped master 
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some the intricacies the United States Postal De- 
partment. You know, actually seems pleased 
when floods renewals pour through his office. 

the Wellesley Press, printers with patience and 
understanding and, above all, organization with 
service-centered staff. 

the Faculty the Harvard Graduate School Busi- 
ness Administration, many whom have gone out their 
way suggest worthy candidates for inclusion and who 
always been generous their criticisms not only 
individual books, pamphlets and articles but our overall 
goals, policies and results. 

the members our Advisory Board particularly 
Marvin Bower and George Allen who have served busi- 
ness executive sounding board and who have never failed 
any request that have made 

James Watson and Company, our fulfillment agency. 

said earlier were naive when started this 
venture. had idea many things could wrong with 
simple little operation such cutting stencil; 
never realized how many mistakes could made process- 
ing subscriptions and, believe me, Jim Watson has made them 
all; but course that what makes him useful. He's 
experienced. 

the members the Staff Baker Library and 
the other libraries Harvard University for their 
tolerance editors pursuit the elusive reference. 

the publishers and authors who have been gracious 
granting permission abstract pieces for inclusion 
The Executive. 

Apologies for the personal tone this section this 
month. merely wanted convey you feeling 
enthusiasm feeling enjoyment. has been fun 
doing The Executive for the past two years. only hope 
that have contributed much your enjoyment and 
education have ours and that can continue 
during the coming years. 


Sincerely yours, 


i 
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policies were neither narrow nor foolish; they were but the hardly 
avoidable consequences the earlier mistakes. 

But now comes the contrast. Between 1953 and 1958 the govern- 
ment this country has made clear number important 
occasions that would not contemplate the eventual withdrawal 
American forces from the middle Europe even the Russians would 
remove their troops some our Allies desired it. had agreed 
the mutual evacuation Austria, our original terms, only after 
some reluctance. Appearances notwithstanding, have refused 
discuss German unification the basis our original proposals that 
called for free and neutral Germany. Moreover, are now sup- 
porting the movement for united Europe only insofar such 
European union does not attempt pursue truly independent role. 
now accepted axiom that everything must related 
our imperial position Russia: that must outproduce, 
outshout, outeducate, outpropagandize and outbomb the Russians 
whenever and wherever possible. 

concerned with the revolutionary transformation the 
postulates our official position, and with the effects all this 
the American people. When see the glutted American industry 
growing permanently dependent military orders peace-time, the 
increasing inclination our professional intellectuals angle for 
governmental contracts and foreign propaganda assignments, the evi- 
dence our gradual transformation into imperial garrison state, 
and student generation regarding these world-wide involvements 
normal and taken for granted am, course, reminded 
the Roman empire. lifetime have seen what has happened 
great European nations when they had been bitten the imperial 
bug and with the arguments Chosen People. now seeing 
what this doing Russia. not like speculate what the further 
propagation the imperialist virus might the qualities the 
American people. 

What can done about all this? answer that once Ameri- 
cans begin think about this disease, they will something about it. 
For the correction the disease depends wholly the proper recogni- 
tion its existence, its extent and its sources. And the source 
this disease lies the modern intellect whose analytical capacities are 
impaired. 

Strategically, politically and culturally, the best hope for these 
United States the emergence truly independent Europe. There 
evidence that this exactly what our government does not want. 
But are forgetting two things about Europe: first, that decline and 
fall are not the same; and second, that although the nations Europe 
may longer the main actors, Europe still the main theater 
history. 

The movements the spirit are the bottom politics and 
know that surprising reservoirs chastened American idealism exist. 


Operations Research, Vol. No. January-February 1959, pp. 1-9. 


Many executives have spent most their lives within the same 
organization. How can any outsider expect come and after 
relatively short time, solve very complex problems management 
better than they have been solved the past? Why then should the 
executive employ people, preferably outside people? There are 
two important reasons. First, they can help executives making 
complex decisions bringing these problems scientific attitude, 
insistence formal, logical thinking, and professional skepticism. 
The second reason that corporation tends become complacent 
and set its ways. good man will nudge corporate personnel 
re-examine and re-evaluate positions and beliefs which they have 
subscribed unthinkingly for years. 

The good outside man finds himself the position being 
able make suggestions sort that probably would not taken 
seriously made anyone else. Since has corporate axe grind, 
credited with objectivity. The outside man often 
position cut through organizational red tape and bring directly 
the attention senior personnel, ideas that may even have been 
generated within the corporation itself but that would not, the 
ordinary course events, have come the attention executives. 
One other value that many corporations departmental 
and functional specialization have been carried far that the execu- 
tive now needs help pulling together diverse and often conflicting 
points view into consistent and coherent guide action: the 
man serves “integrator” management’s complex functional area. 

operations research has these kinds virtues well many 
lesser values, why has its use and popularity not grown faster than 
has? the first place, operations research still new most business- 
men. workers have not reached any real agreement about the 
content the field about the kind help they can should give 
executives, nor have they been very successful communicating, 
those who foot the bill, what they are selling. 

The second reason that very often regarded expensive. 
Here the failure has been largely that management. They have 
tended ignore the fact that the yearly salary one Vice President 
could finance good-sized study, and they not often ask whether 
the output that Vice President likely worth more the 
corporation than study. Moreover, they treat such expenditures 
current expenditures instead investment. 

The third major reason for the relatively slow growth 
that much the work that has been done date poor. 


*Delivered the Fourteenth National Meeting, Operations Research 
Society America, October 24, 1958. 


Minerals Chemical Corporation, Chicago. 


seems obvious that the starting point must problem rather 
than technique. One gets the feeling that there are people who 
regard the content their field consisting few papers pro- 
gramming, inventory, and queuing. Even those who recognize that 
they must begin with problem often seem expect that the prob- 
lem will come them from the consumer well-defined, research- 
able form. the executive could sharply define his problem, how- 
ever, the need for services would much reduced. 

The good man must function extension the mind 
and personality the executive but must remind himself that the 
executive has decision-making authority and does not. The solutions 
the problems must put terms relevant the decisions 
made. The good man recognizes, too, that his problems are prob- 
lems faced people; that much his information misinformation 
will come from people; and that the personalities, capabilities and am- 
bitions corporate personnel constitute data that cannot ignored 


INSTITUTIONAL FACTORS ECONOMIC THINKING* 


George Stockingt 


The American Economic Review, Vol. 49, No. March 1959, pp. 
1-20. 


Economists are indebted Thorstein Veblen for his emphasis 
the role that institutional factors play economic thinking. 
Veblen, what economists believed and had say about the operation 
economic forces price system was essentially logical formula- 
tion the preconceptions and observations those whose daily lives 
were subjected the impact the system. 

Wesley Clair Mitchell expressed the similar thought that economic 
doctrines represent intellectual responses ever-changing economic 
problems. The problems economists think about and the way they 
think about them are determined the institutional matrix which 
they find themselves. 

background for similar interpretation current economic 
thinking, shall lean upon what Mitchell had say about Adam 
Smith. 

Smith’s was age which the individual had acquired 
institutional significance characteristic previous age English 
history. the entire culture the period the individual had acquired 
new importance. Man had assumed responsibility for his own 
destiny and hence for society’s destiny, particularly economic af- 
fairs. has been said that economist has encompassed his age 
thoroughly did Adam Smith. perhaps equally true that 

*Presidential address delivered the Seventy-first Annual Meeting the 
American Economic Association, Chicago, December 28, 1958. 


the Institute Research the Social Sciences and Chairman 
the Department Economics, Vanderbilt University. 
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economist was encompassed his age. 

But economic individualism, the philosophical product indi- 
vidualistic capitalism, had sooner conquered men’s minds than the 
great transformation was ushering the next sequence the in- 
exorable flow institutions and ideas. Corporate capitalism was 
soon replace individual capitalism the characteristic institution 
mechanized factory system. The business corporation was soon 
become the epicenter organizational revolution earthquake 
proportions. Just the individual and individualism dominated 
eighteenth-century society, the organization had come dominate 
twentieth-century society. 

Today the corporation regarded the master business institu- 
tion, essential the effective utilization and progressive development 
modern technology and responsible for high standard material 
welfare and prosperity. has afforded almost ideal instrument for 
carrying large-scale production and larger-scale business enterprise. 
has made possible three great combination merger movements 
that have changed the structure American industry. That this 
combination movement has proceeded apace while articulate 
minority has tried stem reflects, believe, the wholehearted ac- 
ceptance the modern corporation contemporary society. 

The use the organization instrument for carrying 
activity has not been confined business and labor. impres- 
sive extent has supplanted the individual the educational and 
cultural areas American life: science, creative scholarship, sports, 
philanthropy, religion, civil liberties, and the like. 

With the organizational revolution affecting virtually every phase 
American culture and most significantly the economic sector, 
would have been strange indeed had not the thinking American 
economists been affected it. Their common ground that they 
all think much alike with regard the workability the contempo- 
rary economic system. 

But theorists concerned with industrial structure have greater 
obligation society than discover that its economy works well. 
political economists should interested understanding the 
forces that have shaped our economic system and may determine its 
destiny; and should know more about how works than the 
proponents workable competition have told us. 

Business leaders recognize what some economists are loath 
see, and they acknowledge indirection what economists often deny 
that the modern corporation’s relative size, the scale which 
buys and sells, and its investment policy may give power over par- 
ticular markets over the whole economy. Having power, corporate 
executives are asking themselves what are their social responsibilities 
using it. answering this question they are beginning think 
themselves stewards whose hands rests the economic welfare 
society. 


Whither these institutional changes are leading not 
know, and about them most economists have been little concerned. 
noteworthy exception Adolph Berle who recognizes the modern 
corporation not merely the agency whose power rests the economic 
welfare America, but social and political institution whose 
influence extends far beyond the market serves. believes that 
not only does the modern corporation have power over the lives 
tens thousands workers, but that exercises power interna- 
tional affairs like that sovereign state. 

believe that the task analyzing the significance the 
modern corporation the American economy economists can play 
larger role than they have thus far played. Without adequately 
investigating the causes the merger movements that have restruc- 
tured modern industry, they have assumed the inevitability that 
structure. Because modern technology decrees large production units, 
they have assumed, without determining precisely the factors responsi- 
ble for the growth particular corporations, that giant managerial 
units are necessary and that their size reflection their efficiency. 
Because corporations have identified the impressive material progress 
the last two decades with the corporate system control, some 
economists have assumed that the large corporation responsible 
for this progress. These believe are conclusions that have come 
largely from superficial observation the material circumstances 
that surround us. Instead they should hypotheses tested. 

There are many questions with which students industrial struc- 
ture might well concerned. hoped that the minds 
contemporary students economic institutions that have now en- 
compassed the corporate system may sufficiently flexible engender 
inquiring attitude about what means and where leading us. 


MANAGERIAL LEADERSHIP THROUGH MOTIVATION OBJECTIVES 


David Emery* 
Personnel Psychology, Vol. 12, No. Spring 1959, pp. 65-79. 


The main purpose here outline approach managerial 
leadership that provides the means for fulfilling both the work ob- 
jectives business and the relevant personal values individuals 
the organization. 

Certain assumptions should helpful: (1) The values that people 
see work (security, achievement, sense belonging) are primary 
factors their motivation work and their attitudes toward the 
entire work situation. Work assumed fundamental, but not 
the only channel for fulfilling such values. (2) These work values 
may shift importance any one individual and are unlikely 
identical between different individuals groups. (3) Most people 
are more ready follow their own decisions than the recommenda- 
tions others. (4) Every business organization and component has 


*Manager, Development Consulting Service, General Electric Company. 


one more explicit objectives for example, provide goods 
services, maximize profit. (5) Like personal work values, these 
organizational objectives are dynamic. (6) The manager held 
responsible for the objectives his component and for the integra- 
tion these objectives with those the company whole. 

The central hypothesis that regardless the type work, men 
will work hardest, gain most personal satisfaction, and contribute 
most the organization they regard “contributing the work 
objectives the component” the best available means for fulfilling 
their own work values. Put negatively, some alternative route 
other than contributing the objectives man’s present component 
begins look like better means fulfilling his work values, then 
that the moment when his productivity begins fall below potential. 

There are many things manager can help build this 
compatibility between component work objectives and 
the work values individuals groups reporting him. The cen- 
tral theme this managerial approach expand the role non- 
managers through increased participation decision-making and 
greater sense personal responsibility without loss managerial 
control. 

establishing objectives, the initial phase any planning proc- 
ess, the manager can think the matter through himself and an- 
nounce his conclusions can solicit his subordinates’ individual 
group recommendations. The second approach strongly recom- 
mended. People are sure project their own work values into the 
recommendations and result manager can gain considerable 
insight into the personal work values his people. Moreover, people 
are much more likely support ideas they helped formulate and such 
processes are likely produce more appropriate and realistic set 
objectives. Finally, chances achieving effective teamwork are in- 
creased participation begins the point establishing reviewing 
objectives, rather than improving methods that people frequently 
agree objectives even when they differ widely methods. 

Perhaps the most critical other factor the way which the 
work divided and structured among individuals and groups. The 
work must divided that real contribution possible and 
that the worker will feel challenged. The measures and standards 
work should understood and applicable both the worker 
and his manager because component work objectives are little value 
unless measures are available permit evaluation progress toward 
the objectives. Finally there must balance individual work 
and teamwork: people need both. 

believed that expanding the subordinate’s role along the lines 
indicated above will provide the optimum climate for personal growth. 
also believed that participation managerial decisions one 
effective means finding and developing managerial potential. Here 
are two rarely practiced recommendations that can have critical im- 


pact the growth personnel: (1) Encourage critical examination 
the work methods and results without reference personal 
responsibility. critical outlook believed important element 
the growth process. This particularly true when the manager 
shows example that places positive value critical view 
the work even his own. (2) Reward constructive mistakes. One 
the great unmeasured losses industry the unrealized innova- 
tions inhibited fear disapproval lest the attempt prove failure. 

The preceding discussion has implications for the controversy 
over the relative value “command” versus “persuasion” mana- 
gerial method for dealing with subordinates: (1) agreed that 
managers should never issue directives supported only the power 
their position. But there nothing wrong with directives that 
stem from the responsibilities that are structured into the organization 
position filled the manager. The present theory makes attempt 
decrease increase managerial directives but rather plan, or- 
ganize, and appraise the work component order liberate 
more the manager’s time for integrating the work his component 
with the organization whole. (2) There considerable discus- 
sion the long-range role and contribution large corporations 
our “free-enterprise” system. The type internal leadership ap- 
proach used these corporations may have critical bearing the 
public’s acceptance them. believed that one criterion for 
evaluating the “legitimacy” large corporation whether 
able support internal set man-manager relationships and 
general working climate that least conducive individual 
self-realization and growth our over-all national, political and social 
climate. 

Improvements managerial leadership will the central factor 
bringing our entire social structure closer its ideal individual 
freedom and growth within flexible productive organizations. 


NEW DEVELOPMENTS STATE AND LOCAL TAXATION 
Edited Joseph Stapchinskas 
The Journal Taxation, Vol. 10, No. April 1959, pp. 232-235. 


recent years the states, sorely pressed for revenue, have at- 
tempted tax portion the income out-of-state companies that 
did nothing that state but make sales. Resistance this expansion 
resulted growing volume litigation. Now, with the Stockham 
Valve and Northwestern States Cement cases, have clear-cut 
opinion the Supreme Court that states have the right tax income 
such companies. Tax practitioners foresee, the least, long 
period new state legislation attempting take full advantage 
this position, followed litigation testing out its limits. 

will probably sometime before becomes clear whether 
there any real possibility action Congress, chance that the 
states themselves will adopt uniform legislation avoid the most 
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feared consequence this new widening state powers: the likeli- 
hood that multistate business will taxed more than 100% 
income because inconsistent allocation formulas used the various 
states. 

The importance and difficulty the problem are acknowledged 
the majority opinion, the February 24th cases: “This not un- 
apportioned tax which its very nature makes interstate commerce 
bear more than its fair share. Logically, impossible, when the 
tax fairly apportioned, have the same income taxed twice. 
practical operation, however, apportionment formulas being what 
they are, the possibility the contrary not foreclosed, especially 
levies domiciliary states. But that question not before us.” 

Justice Whittaker wrote the dissenting opinion, with which Jus- 
tices Frankfurter and Stewart joined: “There room doubt 
that the statutes involved were designed tax income derived ‘ex- 
clusively [from] interstate commerce’; and that the taxes question 
were laid directly that interstate commerce. Yet believe the 
Court does not squarely face them, but veiledly treats the cases 
though intrastate commerce were some extent involved. not 
have situation where taxpayer was doing both intrastate and inter- 
state commerce within the taxing state thus invoke application 
the state’s apportionment statute order determine how much 
the total income the taxpayer had derived from intrastate com- 
merce the taxing state, and was, therefore, subject its taxing 
power.” 

Justice Frankfurter not only joined the dissenting opinion, but 
also wrote separate one his own: “These considerations not 
all lead the conclusion that the vast amount business carried 
throughout all the states part what exclusively interstate 
commerce should not made contribute the cost maintain- 
ing state governments. The question whether the answer this 
problem rests with this court with Congress. The problem calls 
for solution devising congressional policy. Congress alone can 
provide for full and thorough canvassing the multitudinous and 
intricate factors which compose the problem the taxing freedom 
the states and the needed limits such state taxing powers.” 

Considerable thought and study have already been given the 
problem securing equitable rates the states and forestalling the 
dire consequences seen the dissenters. group industries and 
trade associations made grant aid Paul Studenski New York 
University study the problem (Harvard Business Review, November- 
December 1958): From economic point view the application 
corporate income taxes states firms which merely solicit business 
the state unwise. The reasons are follows: (1) Where out- 
of-state company’s activities are confined solicitation, its contact 
with the state too remote justify the net income tax. (2) The 
filing annual returns and paying income taxes multitude 


states will compel many corporations restrict sales with the result 
that interstate commerce will impeded and the efficiency the 
national economy lowered. (3) The possibilities multiple taxation 
will increased. (4) Levying income taxes such companies repre- 
sents the taxing some states income produced the capital and 
labor employed other states. This constitutes unwarranted re- 
distribution tax resources. (5) Finally, the administration these 
taxes will arbitrary. 

contrast, Fred Cox the Georgia Department Revenue 
commented: validity tax net income does not depend 
upon the location commercial statutory domicile nor the 
presence corporate officers, but the place where the activities 
are performed which produce the income which the tax imposed. 
This recognizes the state’s right tax net profit realized from the 
exploitation state’s market.” 


THE POLICYMAKER AND THE INTELLECTUAL* Henry 


The Reporter, Vol. 20, No. March 1959, pp. 30-35. 


Any observer the American scene must struck the tenta- 
tive quality our policy both foreign and domestic. would 
comforting believe that this state affairs due particular 
mistakes policy that can reversed more less easily. Unfortu- 
nately the problem more deep-seated. Our policymakers’ lack 
vigor matched that many their critics. has been long 
time since there has been real debate policy issues beyond bland 
competition for slogans. 

One the paradoxes increasingly specialized, bureaucra- 
tized society that the qualities rewarded the rise eminence are 
less and less the qualities required once eminence reached. Speciali- 
zation encourages administrative and technical which are not 
necessarily related the vision and creativity needed for leadership. 
Superior performance the apex organization is, thus, fre- 
quently the deepest sense accidental. 

Our executives are shaped style life that inhibits reflec- 
tiveness. One the characteristics society based specialization 
the enormous work load its top personnel. The executive’s task 
conceived choosing among administrative proposals the forma- 
tion which has part and with the substance which 
often unfamiliar. dependent increasing extent his 
subordinates’ conception the essential elements problem. 

The low valuation personal views produces greater concern 
with the collection facts than with the interpretation their 
significance. The situation compounded the personal humility 
first series Reporter Essays the actual working our 
institutions. 


Director the Center for International Affairs, Harvard Uni- 
versity. 
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that American trait. The fear dogmatism pervades the Ameri- 
can scene. But the corollary the tentativeness most views 
incurable inward insecurity. Even very eminent people are reluctant 
stand alone, and they see concurrence one their chief tests 
validity. 

Philosophical conviction and psychological bias thus combine 
produce and out government penchant for policymaking 
committee. this manner, policy fragmented into series hoc 
decisions which make difficult achieve sense direction 
even profit from experience. The impact national policy 
pernicious. Even our highest policy bodies, such the National 
Security Council, are less concerned with developing over-all measures 
terms well-understood national purpose than with adjusting 
the varying approaches semi-autonomous departments. The com- 
mittee system more concerned with coordination and adjustment 
than with purpose. 

Our method arriving decisions and the attitudes our 
officials distort the essence policy. Effective policy depends not 
only the skill individual moves but even more importantly 
their relationship each other. requires sense proportion. 
sense style provides with inner discipline. All these intangibles 
are negated where problems become isolated cases each which 
disposed its merits experts the special difficulties involves. 

Outside groups are handicapped the fact that unless they 
constitute themselves into pressure group seeking mold public 
opinion they can effective only they convince the bureaucracy. 
hoc committees generally can effective only narrowly 
circumscribed area which may somewhat ahead official views 
but which rarely touches the essence the problem: challenge the 
existing assumptions define new sense direction. 

The committee system also puts premium the wrong quali- 
ties. The committee process geared conversation. Quickness 
comprehension more important than reflectiveness, fluency more 
useful than creativeness. 

The combination unreflectiveness produced the style 
life our most eminent people and out government, faith 
administrative processes, and the conversational approach policy 
accounts for much the uncertainty our policy. leads 
enormous waste intellectual resources. The price pay for the 
absence sense direction that appear the rest the 
world vacillating, confused, and, what most worrisome, increas- 
ingly irrelevant. 

revolutionary period precisely the practical man who 
most apt become prisoner events. most frequently the 
administrator who unable transcend the requirements the 
moment. Are there any groups our society who can overcome this 
impasse? How about those who are not engaged administrative 


tasks nor part large organizations the individuals who devote 
themselves furthering disseminating knowledge—the intellectuals. 

The intellectual must decide not only whether participate 
the administrative process but also what capacity: whether 
intellectual administrator. assumes the former role, 
essential for him retain the freedom deal with the policymaker 
from position independence, and reserve the right assess 
the policymaker’s demands terms his own standards. Such 
attitude requires occasional separation from administration. The 
intellectual must guard his distinctive quality: the pursuit knowl- 
edge. 

The solution not turn philosophers into kings kings into 
philosophers. But essential that our leadership groups overcome 
the approach national issues extracurricular activity that 
does not touch the core their concerns. The future course our 
society not matter charted administratively. The specializa- 
tion functions turns into caricature when decision making and 
the pursuit knowledge which based are treated com- 
pletely separate activities. 

The stakes could hardly higher. The deepest cause the 
inhumanity our time probably the pedantic application ad- 
ministrative norms. The Soviet system has simply encouraged what 
universal phenomenon: the administrator whose world defined 
regulations whose making had part, and whose substance 
does not concern him, whom reality exhausted the organiza- 
tion which finds himself. Our challenge rescue the indi- 
vidual from this process; escape from the pretentiousness and 
stultifying quality atmosphere which all sense reverence 
for the unique lost the quest for reducing everything manipu- 
latable quantities. 


REFLECTIONS THE ART ADMINISTRATION* Ordway Teadt 


Hospital Administration, Vol. No. Winter 1959, pp. 6-26. 


The hospital has always impressed having more than its 
rightful number problems special itself. administrative 
unit its unique features seem color and complicate the possible 
application administrative truths assure its harmonious conduct. 

administrator, mean individual who has the top direc- 
tive responsibility whom assigned the initiative the conduct 
organization for its over-all planning, staffing, organizing, struc- 
turing, directing, delegating, overseeing, and evaluating, including the 
use such objective measures may available the premises. 
The administrator the chief facilitator, expediter and integrator 

*Presented the Tenth Annual Arthur Bachmeyer Memorial Address 


before the American College Hospital Administrators August 17, 1958 
Chicago. 


social and economic books and Director and Vice-President 
Harper and Brothers. 


q 
4 


diversified but necessary functions and labors the part variety 
associated individuals and groups. 

Purposiveness. The purposes, goals, aims given institution 
must once clear, convincing, justifiable and persuasively invoked 
administrators relation everyone his organization. Practices 
must not determined for reasons only institutional convenience. 

reiterate the various implicated groups imaginative ways 
the reality public interest primarily served not only legiti- 
mate, essential. What best for the patient the norm which has 
controlling with the hospital administrator, for ignored 
his level, will made secondary tertiary non-existent aim 
down the line. 

The stronger the purposiveness which can motivate the largest 
possible numbers the associated groups, the smoother and the more 
efficacious are likely become the labors required the job. 

the question properly raised how the altered motivation 
come about, one vital element the quality the leadership 
which the administrator embodies. 

Leadership. Leadership the capacity get others 
what the leader proposes for them because they come want 
it. There are broadly two types leadership terms the 
methods involvement authoritarian and democratic. consid- 
ered judgment that for long-term success, the best administrative 
leaders are those who have socially justifiable purposes and who enlist 
loyalty them provocative, creative appeals those groups in- 
volved. 

Leadership today’s expression far less matter order-giving 
than the thoughtfully and sensitively organized structuring groups 
and individuals their working interrelations. Its aim assure 
constant communication, good coordination, collective action, per- 
sonal creativity and community relations all these the neces- 
sary expressions the ways which the concern the leader for 
the personal relatedness his followers the institution helped 
productively come pass. 

Hospitals can reconcile the personal enlistment individual 
workers with the precision, accuracy and promptness which much 
the work requires. But the necessary firmness, forcefulness and 
expectation high standard performance are basically dependent 
motives self-propulsion and self-creativity and not fear penalty 
public reprimand. 

One important aid this whole desirable direction good 
communication. 

Communication successful operationally 
only when seen its true moral depth. This true because the 
effort communication the effort bottom change some de- 
gree the life somebody else. You are seeking persuade the 
direction new behavior. 


Communication productive only the assumption that there 
the change sought. Unless there change the attitude, change 
the conduct, there communication. 

Coordination. Leadership diverse groups will not prove 
enough assure smoothness operation because the generating 
good will and morale depends for its maintenance upon sound methods 
relating disparate but essential functions and their agents per- 
formance. 

The communication which good coordination entails requires 
structuring. And this structuring invokes the principle representa- 
tion interests, which has become accepted doctrine democratic 
organizations, not only political, but other. Hence broad adminis- 
trative principle suggests that sound coordination requires that repre- 
sentatives functional groups directly affected involved the 
carrying out new policies should parties the policy-making 
decision-making deliberations. 

Collective Dealing. Some kind negotiative dealing that 
not purely individual bargaining surely need administrative 
acknowledgment this day and age. 

Hopefully, professional bodies are once enhancing standards 
professional competence and productivity, and protecting the living 
standards their members. Only there the economic security, 
sufficiency and status worker-group profession, craft job, 
possible call forth the attitude mind, the motive creativity, 
from which improvements work quantity and quality can ap- 
pealed for with any likelihood success. 

Creativity. The deep desires the rank and file can ex- 
pressed with satisfaction themselves only when they find that their 
own motives creativity, contrivance, curiosity and productivity are 
play toward success the improved curing patients. 

would make two points here. First the need for the adminis- 
trator’s holding view human nature which predominantly hope- 
ful, dynamic and emergent. Second the necessity that jobs 
planned and individuals selected for particular jobs that the 
chances are enhanced their finding creativity for themselves through 
the specific work assignment. This ideal doubt impossible 
satisfy but can approximate far more than now true admin- 
istrators themselves and those executives whom they oversee will hold 
firmly mind the objectives job satisfaction for all the condition 
harmony operation. 

Community Relations. The variety vocational and eco- 
nomic group interests involved running hospital contribute toward 
social system within the hospital and relationships community 
nature with varied local agencies and individuals. thus point 
bring the public relations function into the total administrative 
picture. 


The accomplished hospital administrator will possess imposing 
array qualities and talents. believe the quality moral commit- 
ment has join equally with those knowledge and skill the best 
results are accrue. the administrator knows continuously 
touching people’s lives determinative ways, can the better see 
one decision after another human and humane, that moral, 
terms. better able answer the satisfaction his conscience: 
What the result decisions the quality life those 
touch? they thereby get greater self-fulfillment than otherwise? 

The administrator should have unusual feeling concern for 
the welfare, the potentialities, the significance life, those whom 
his life and work will touch. should able discern with more 
than ordinary sensitivity where the public interest identified 
amid the play special-interest groups with whom inevitably deals 
and then will have ally himself with that public interest, rather 
than with one another the vested interests the hospital world. 
This means the possession basic moral integrity and the ability 
get along with all sorts and conditions men. 

intention the summons attributes courage, moral com- 
mitment and spiritual dedication, all which desirable have 
fully and continuously evidence. 


STUDENTS’ EYE-VIEW INDUSTRY Stephen Williams 


The Director, Vol. 11, No. February 1959, pp. 281-282. 


The bonds between education and industry grow ever closer, but 
usually the basis industry telling the young idea what required. 
Few firms would dream turning undergraduates loose factory 
pick holes the organization and suggest how might improved. 

Pfizer, Ltd., British pharmaceutical firm, did this last month. 
The idea entertaining group final-year undergraduates for five 
days had immediate appeal despite the hazards giving them 
carte blanche march into offices and cross-examine the occupants. 
The aim was get equal number arts and sciences men and 
women who seemed inquiring mind. 

They went work with will, asking fundamental questions 
the technically uncommitted. Some students tracked down the direc- 
tor public relations and asked whether his professional efforts lead 
overstatement drug’s benefit. Many such inquiries were de- 
signed draw out the victim rather than satisfy ignorance. Many 
looked quality and production control, packaging, the work the 
project engineer, sales, and the marketing new products and met 
the end the course discuss their findings. 

Those visiting the works, for all their youthfulness, betrayed 
dogged streaks realism and firm appreciation. One least found 
the secret successful business: “It’s just common sense with 
complications.” 


WHAT LEFT PRIVATE ENTERPRISE? 
East Europe, Vol. No. February 1959, pp. 20-31. 


Private enterprise, long under sentence death Communist- 
ruled Eastern Europe, has had series stays execution. rose out 
the ashes Stalinism and the 1956 upheavals Poland and 
Hungary. Today alive and very much issue the Soviet bloc. 
Its precise extent cannot gauged that the regimes are inclined 
minimize and much illegal and therefore poorly documented. 

The status private enterprise the several countries Eastern 
Europe varies according economic need and political conditions. 
flourishes most those countries where the Communist system was 
shaken its roots rebellion, where economic hardship major 
political issue and the are some degree responsive popular 
needs and pressures. The relatively stable and more advanced level 
the economy Czechoslovakia, the other hand, combined with 
autocratic and doctrinaire leadership, empowers the regime there 
follow out the dogmatic Communist line regard private enterprise. 

The essence the Communist program for the “transformation 
society” is, above everything, State control all means produc- 
tion and abolition private ownership. During the transition from 
capitalism Communism the economy divided into two forms, 
private and with the latter theoretically pushing back, 
absorbing and eventually eradicating the former. The weapons the 
Communist State against private enterprise are taxation, stringent con- 
trols prices and raw materials, legal restrictions the size and 
location businesses and the number employees. imposing 
exorbitant and discriminatory taxes and other pressures, the Com- 
munist regime can compel the private artisan tradesman capitu- 
late resort illegal practices. 

During the process taking over State power the East 
European countries after the war, the Communists proclaimed that 
small-scale enterprises would left private hands. 1953, how- 
ever, the independent artisans Hungary, for example, had been 
reduced percent and the tradesmen 1.3 percent the number 
active 1949. Rural districts and villages particular were denuded 
the most essential consumer goods and services. The shortages gave 
rise innumerable economic evils such vast black market and 
extensive bribery. 

The 1953 New Course (in Hungary, Romania, Poland and 
Czechoslovakia, particularly), which had prime objective improve- 
ment the supply consumer goods and services, was compelled 
hand reprieve private enterprise. Much the New Course 
liberalization was never substantially realized. The obstructive tactics 
die-hard Stalinists and the mistrust the artisans checked its 
full implementation. 

The Polish and Hungarian upheavals October 1956 marked 


another turning point Communist economic policy and brought 
different sort “reprieve” private enterprise. During those crises, 
the economic structures and controls simply fell apart. Into the gaps 
and rents the State’s economic machinery, private enterprise flowed 
spontaneously, and the regimes which inherited the economic shambles 
were forced look private enterprise help shore the national 
existence. 

During 1957, points dispute between the Stalinist, orthodox, 
and the Communist elements the Soviet crystallized, with 
the orthodox views gaining increasing control political and economic 
policy. Throughout the bloc there now drive against “economic 
crimes” speculation, bribery and theft. Czechoslovakia this drive 
provides the framework for the campaign against private enterprise. 
Poland, the other hand, suggested that some these 
“crimes” can best checked correcting the conditions that give 
rise them: raw material shortages, for instance, which lead theft 
and bribery. The Hungarian regime also shortened the reins private 
enterprise 1958, the light alleged abuses and infringements. 

Private enterprise the Soviet bloc has proved remarkably 
resilient. When the Communist State trains its full artillery upon it, 
shrinks the vanishing point. But when the pressure eases, 
springs with considerable vigor. Communist-ruled society 
private enterprise cannot other than aberration and threat. 
The Communists are, perhaps justifiably, afraid private initiative 


any sphere. But the Communist planning officials have not yet 
found adequate substitute for the despised “profit motive” 
incentive for efficiency and productivity, particularly the small 
service trades. 
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